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TO PRODUCERS UNDER THE AGRICULTURAL ADJUSTMENT ACT 


A number of suggestions have’ been made as to programs for increasing 
farm prices of milk and its products under the Agricultural Adjustment Act. 
This preliminary report has been prepared for the purpose of making available 
a brief review of the various plans to the end that (a ) the advantages and 
i, disadvantages of each may be set forth (b) further consideration may be given 
to those plans with greatest possibilities and (c) an expression’ may be re- 
ceived from those who have reviewed or presented the various plans to which 
consideration has been given, and to those who wish to present additional 
i plans. 
This report is divided into six principal parts, an analysis of 
(3) programs directed at reducing prodwction of dairy products, (2) programs 
for removing surpluses, (3) metneds of securing funds for the above programs, 
(4) programs directed at the restriction of the production and/or sale of 
competing products, (5) programs for increasing the sale of dairy products 
and (6) miscellancous vroposals. 


Gains to Producers from a General Reduction Program. 


The circumstances under which » reduction in production would increase 
_returns to producers are as follows; 


1, Where totel expenditures of consumers on the product are greater 
after the production restriction. 


é. Where consumer expenditures remain the same or decline, and costs 
decline or decline more rapidly than expenditures. 
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oy Maere 2 large distributing IMargin exists:which does absorb a por- 
tion of the higher producer price without transmitting it entirely to the 
consumer. 


Fluid milk is probably the principsl dairy product in which consumer 
expenditures are increased by a restriction in supply though this may also 
be true in the case of milk or eream used for ice cream, and possibly to a 
lecser extent in’ the case of milk*for ovaperating, or for cheese, and for 
eertain uses of cream, Ina large number of protected fluid milk markets 
restriction has already taken place. In these sections of the total milk 

market, it is probable that returns to producers can be increased through 
‘the medium ef increased ecnsumcr expenditures following a reductiow program. 
In the case of butter the best available evidence indicatcs that consumer 
expenditures remain abeut the same in total regardless of production or 
price. [It would appear, in consequence, that such gains as are secured 
here must arise from a decrease in costs as a result of the reduction in 
preauction, The case of cheese is much like that of butter, except for 

the pessibility that distributing margins are capable of absorbing some of 

he price incrense to the producers witheut raising eonsumer prices. 
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The Outlook: for Dairyin:; af 


Returns from criryin; for several years have been relatively favoratle 
as cormarcé with roturns from most other types of farmins. During; the nex 
yoar or two, however, the, comprntive situation scoms likoly to be rch less 
favorable to dairy »ro“ucerss:- Evidences of -menkmess..in.the present “niry 
situation are: a hich rate of.-prémuction, record numbers of cows being 
milkee, low prices ofsneat—croftucings livestock that ten? to make it rola- 
tively moro profitnble to use feed for Sainry protuction than for meat, pro— 
duction, a lowere’ rate of consumption, and the possibility that pasture will 

be improved this corning, sumior. use 


Under these conditions. the present apparent strenst in prices of. 
dniry products is cuc largely to a sharp. decline in production, “to tac price, 
supporting measures bein; oooliec, an&® to some improvement in ccneral purchas-— 
ing power. Dairy prices have. lassen somewhat behind thosevor otier farm 
procucts in previous reeovery. periods, anc. in the absence of corrective 
Measures may be: expected to lag “uring the present period of recovery. Fecd- 
erain costs will probably continuc relatively hish in cormarison with prices 
of cairy products Curing: the next several montis, | 


Althourh conditions abroad inficate no pressuro of: foreign supplies on 
our markets during. the present season, they incicate but slisht prospect of 
profitable forcin outlots. ; . 

Con Procaction. 

Except for minor variations, the numoer of milk cows on faris has been 
increasins continuously since: 1928, with the nunber on January 1, 1934, about 
Sel poercont above that of 4 yeor earlior, and about 17.8 percont: above tic 
1928 total. | 

Factors contributin: to increased cow numbers have been, (1) favorable 
Gainry prices as cormaret with other farm commocitios, (2) the rcinatively Lov 
prices of foed rains until thevlatter manput s 19357 (os ie lam eee doe 
labor on farms, an. (4) thei neces for Gashiincoses, Ina itkony 420 periods 
incronses in total cattle. mmbors* in “tee inet Aaliecentury, wiicuinve been 
characterized by nronounced: cycles +of -crowta recurring about every fiftecn 
yenrs, is probably o fretor of dmmortancos Tie, ur. Daveo Of Piao sro aere 
cycle’. be-san about 1928. Marketings are now .avove avernse, however, and it 
is probable that ‘cow nunbers aro near tie moak. 


The increase in cattle marlcotines, unfavorable feed prices, and lac- 
mine Colry prices.in periods of retovery)) Doluu toa eoncra2 Tre wetiom in 
milk »roduction,. -Offsctting :these factors to.o considerable decroc.is the 
influence .of the extconsive milking of cowg in hords kent cnermnally for beef 
precuction. anc. the possibilitigs of utiligin; acditionsl susplics of roughace. 
Exclucin:; nearly four million beef or. dual gurpose cows wiien are inclucced in 
estimates of mili: cows, thore are in the country about. ten million »cef cows. 
Tacre aro, therefore,, chow, beef cows eynilable to ernest the total. number. of 
cows mjlred to be inerensed severnl porcont jin AgVOar if prices. ore sufficient— 


Ly sgh, to maiko the chance worth while. / 1%) Ge voiemmuen Gant tre ine so emia 
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covs is mice ochl high anc can nary be quickly roctucca without sreatly 
incrensite tho mumber of coves tinrkettd Bun “further conressin” their prices. 

Korte veason,, puc. potential producing capacity of the fairy herds will 
remain hi.jn for another year. anit probably longer, unloss offsotting measurcs 
are made cffechive. 


Mili production por cow since 1929 hans not incrensec in proportion to 
Ve MUNBOY GL.cows milked. Accovcing to current cstimates,,procuction por 
cow, aiter increasing stcadily from an averace of about 14.33 pounds per cay 
in 1929, declined to 13.18 pounds in 1933. 


A factor of considerable importance in restricting milk production 
surin; the current winter scason ts the shortage oF feed crains an nay. 
Witn ¢ Aly Sees for carry-over of previous crons, the total foed srain supply 
is about nine percent below the averace of the last five years. With the 
exception of 1930 when. suxplies wero slicthtly snaller,. the total supply of 
feet 2rains is smaller taan for any other your since 1901... ‘The munber of 
Cattle on farms has incronsed so that the quantity of feed ‘avaliable ner 
aninal is now about. six percent less than in 1930. Hay supplies are below . 
fverace, but cwove tne 1930 and 1931 oquantitics. 


Mae munber of pounds of feed grain (combined in the »roportion fed to 
cows) equivalent to one pound of butterfat. is. illustrative of the unequal 
Drice rises of feet srains and dairy »roducts. Farn prices: of, Sutterfat in 
T95G, and particularly in the Vast vaio Tontag of thouyear, were Lowa ena 
Pion to seed erains wien ‘combared to recent. years, but were about) the: same as 
in the pre-war neriod 1910-1914. he farm price of butterfat on January 15, 
of 16.1 cents was 2.8 conts, or 15 percent léss than that for a yoar earlier. 
fie index of the fara price of foed frains on Janunry 15 was 132 percent more 
tion o year carlicr. The farm price of buttorfat in January was equivalent 
Romolce to ls. o sOuncSs Of rain comjarcd with 5Sl.1 sounds a year earlier and 
tre “1925-1929 ‘avorage of 32.9 Dounds » 
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Table 1. Nuaver oD pounts of Tocd crains oquivalent in. priceste 
one vyound.of- butterfat 


(Based on farm prices), 


Year July to December  . January 
La Averacse a | Pounds Poun:.s 

1910-1914 eA AHI 22.3 26.1 

1925-1929 baer es, ieee 
rotor tal ae 29.6 34.0 
1930 28.2 the ere 
1931 gas 25.4 
1932 41.5 5. 
1933 22.9 
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Supplics of Mrnufactured Procucts. 
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Convertes into a milk equivalent basis, the profuctiion of tuo, four 
principal manufactured Cairy products turing 1933 was 2.9 vercent above that 
of 1932, with butter an“ evaporated milk reaching new Bichs in the year, and 

cheese just slizhtly below its wigh of L980, eyndie eonsed milk shoved a decrease 
of 22.4 percent fron 1932 pro*uction. Creanery butter nrocuction in December, 
1933, was about 7.5 perecnt below production ‘in December, 1962, while Serune 
Apeawe tion was about 13 pércent below procuction in the corresponding. month 

of 1933. ia 


February 1 stocks of creamery butter totalled 76,051,000 pounds or 
over 427 percent of the February 1, 1933 holdines, and Roane 244 norcent of 
he 1925-1929 average. <A targe oes of this ate however, was eg 
haa and For ihe aah Uh aa ges tiotaee te rae will be made on an adci- 


Americen cheese stocks as of February 1, 1934 were 65,536,000 pounds, 
or 2 percent above a year ‘ago, ant 34 percent above the 1925-1929 average. 


Consumption of Dairy Procucts,. 


Consumption of the principal manufacturer, dairy products in- 1933 7de— 
creased Polat ide to consumption in 1932,  Consurmtion of evaporated milk 
was slightly above that of the vrevious year. Tho apparent consumption of 
cresmery butter Aeclince about three percent, Anerican cheese about five 
percent, anc condensed nilk about twelve pe arcane, The “totel of the four 
products (milk cquivalent) cecreased about threo percent, wnile production 
increased about three percent. 

In‘ications of an increasing; purchasing power are reflected “by in- 
creases in factory peyrolls in 1933 which woro five porcent above -1932. 
December payrolls show an increase of 30 MErcentL over 4s year ago. .Consuner 
expencitures for butter in December wore, hovever, 11 nercont below those of 
December 1932; consurnier omoncitures fox cheese were cight percent below 
Recouber, 1932... Sinilariy, retail expenlitures in December for ovanorated 
milk were 24 »nercent below correspondins month of the previous year. 


Peroien Trade, 


Foreign trace in the principal manufactured dnd ry srocucte tis vemel | 
in cormmarison with Comestic protuction, Each Civision of the NOME TTY (1s 
however, affected to some extent by foreign competition and demand, For one 
year eneins Juno 30, 1933, net ckports of butter ane confonsed and evanoratod 
milk constituted eee tnan 1 percent of domestic »nroduction, Sirti Latiar) ney 
immorts*of cheese, which is the largest forci:n trade item, amounted to 11 
percent of domestic checse production. Totrl foroign trace (net imports in 
milk equivalent) of these vrotucts asorogated about 1 percent of total »ro- 
cuction in that year. “ 
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An analysis of the butter situstion revenls that foreign markets are 
limited end that they aro well supplied with butter and butter substitutes. 
eS Oo Toeult, Poreien nricges are imottractivoe to’ Ancrican promucers, and 
experts ore insienificant in corparison to total nrotuction. Due to restric- 

by 


Uione an forclen tarkots, it Is: uniikely that: these markots will offer out- 
lets for surpluses of more than a tomporary noture. 


pegreece 4a Corestic, orices pecomonying’ a Aeclince (in, tho wriue of 
me dollar noen not in itself be expected to attract immorts. Since a given 
domestic price thereby becomes less in terns of foreign currency, the ten- 
dency would scem to indicate a restriction on foreicn exporters sceking out- 
Tets im the Unitod States. The offect won tie tariff rate, however, is to 
bovar tie specific rate in’ torus. of forcien curroncies, mikins she Tariar 
Srotection less effcctive. 
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PLvor wmirce years ol secline, fart pricos of AAlry >recucts reached 
eons Moren, 1933, ‘of 59 percent of ‘the 1910-1914 avcrage. At that time, 
Dic saree ice of Dutteniat was lo.) cents por pound and the Paimiprice ox 
Baie sole ab wholesale was $1.10 per 100 pounds. During 1932 butterfat 
prices increascd sufficiently to bring the 1943 average. 8,5 vercent above 
bay Of 1952.) The farm price of milk sold at wholesale avernged 81.29 >er 
100-s0uncs’ in 1933, as commared with $1.31 in 1932; 

Prices Of boi buyterint anc woolesnle milk have acvanced cencraily 
weecetnrca, 196. The Botruary vrice of buttcrfat of 21,6 conts per youn 
Nae doer percent wore than for the corresponding month of 1935, anc Si nercent 
Jess than the 1925-1929 Jeuary averese. The price of wholesnle milk in. Jan- 
wary wae 51248 per 100 pounds, or 27.6 percent above that of a year ago, but 
45.0 percent below the 1925-1929 January averazgic. Government »urcneses of 
dairy products uncoubtecly aro influconcin: prices of dairy products at the 
Bresony time. While murchases by the Dairy Marketins Cornoration terminater 
Om pecember ls, tie Fecornl Surslue Relief Corzoration anc the AcricuLtural 


. 


Wewustient Administration are continuins to purchase dairy procucte. 
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